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ABSTRACT 

How can communities protect their multi-billion dollar water and 
wastewater treatment investments and give citizens clean, safe water? The 
key lies with municipal officials' ability to acquire sufficient operating 
revenues. 

Sound financial management allows communities to acquire the necessary 
revenues to maintain financially self-sufficient water and wastewater 
operations. 

The best source of revenue for paying water and wastewater treatment 
costs is user fees. Unfortunately, raising user fees is one of the most 
dreaded actions undertaken by local officials. If is not done correctly, the 
resulting political backlash and public resistance can be harmful for water 
and wastewater operations. 

The purpose of this workshop is present financial management and user fee 
information for loeal officials. These seminars provide local officials with 
in€orma+ion they can umdershnd--aad uSe i n  improvsg f i e  finsncial health 
of water and wastewater treatment operations. The workshop will help 
participants establish sound financial management practices, assess the 
financial health of water and wastewater systems and raise revenues 
through increasing user fees. 
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I SPENT IN THE 
WASTEWATER GRANTS PROGRAM 

SINCE 1972 

FEDERAL 

STATES 

LOCAL 

$53 BILLION 

$20 BILLION 

$20 BILLION 



THE CHANGE IN LOCAL 
GOVERNMENTS’ BUDGETS 

1986 

1990 

+ $5 BILLION 

- $45 BILLION 
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- The coverage ratio is c-ed by: 

(1) Totaling all revenues received during the year, fiom all sources. 

(4 Totaling all NON-DEBT expenses for the year. This is all , 

operating expmes excluding principd and hierat payments. Refer 
back to overhead # 7, 

(3) Subtracting all mn-debt operating expenses fiom all revenues. 

(4) Divide the r d  by the yearly debt service expense. 

- Although bond requirements d i w ,  a coverage ratio of 1.25 is common 
Our example hus a high coverage ratio - 1.7. nis can happen when a 
system deliberately b& raerves prior to embarking on a big budding 
program to improve its hfimtructure 

- Again, the coverage r&, like the operutkg ratio, is urualfy computed at the 
end of the year. It can also be charted to provide a VrinUJ aid 

- If the coverage ratio drops below the minimum required by the bond or loan 
requirementsJ an increase in user charges ir generally needed 

* Budget vs. Actual Comparisons 

- Before we stact on this section, let’s review a couple of points. (1) If your 
uriliry offers both water and sewer service develop separate budgets for each 
service. (2) At the beginning of the budget year (this may be calendar or 
f i ~ a l ) ~  prepare SEPARAZE reveruce and expense budgets. We’ll tell you 
more about budget preparation in a later sectiom 
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